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TANZANIA - KEY ECONOMIC INDICATORS 


All figures are in U.S. million $ unless otherwise stated. 

All conversions have been made at the current exchange rate of one 
U.S. $ 1 = 8.3793 Tanzanian shillings (Tsh) for 1976; $1 - 8.274 
Tsh for 1977; $1 = 7.689 Tsh for 1978. 

Unless otherwise stated, all figures represent end of the fiscal 
year totals. 


1976 1977 1978 


INCOME, PRODUCTION, EMPLOYMENT 


GDP at Current Prices 2,328 3,045 3,892 
GDP at Constant (1966) Prices 1,212 1,260 1,486 
Per Capita Income (Current Prices) 140 178 222 
Gross Capital Formation, Current Prices 513.7 606.3 We> 
Plant and Equipment Investment 141.9 328.2 460.7 
Building Construction (Structure) 116 128.4 177.4 
Gross Capital Formation, Constant 279.4 266.7 300.9 
(1966) Prices 
Indices: 1966 = 100 
Industrial Production 200 210.8 22% k 
Average Industrial Wage 197 226 286 
Labor Force (Wage Earners) ('000) 478 497 2 S21 
Population (Million) 15.92 16.0 17.5 
Electricity Sales (Million Kwh) 490 515 587 


MONEY AND PRICES 

Money Supply (Currency in circulation, 823 948 PLS 

Demand ee Time and Saving 

Deposits) 

Interest Rates (Commercial Lending) 6.5-10.5 6.5-10.5 6.5-10.5 - 

Indices: 1979 = 100 
National Consumer Price Index 200 224 249 iv.2 
Cost of Living in Dar es Salaam 
(for middle-income employees) 221 247 295 4 


BALANCE OF PAYMENTS AND TRADE 


Foreign Exchange Reserves4 109.6 106.6 (60.4) 
Current Account Balance of Payments 
Deficit 104.7 452.2 S158 
Balance of Trade Deficit 162.4 662.5 257.5 
Exports, F.O.B. SI2.2 490.6 (10.4) 
U.S. Share 46.0 86.4 i3.2 
Imports, C.I.F. 673.5 £,1356.5 50.7 
U.S. Share 35.2 5.2 37.6 
Consumer Imports only 241.7 190.0 ee 


NOTES: 
Year ending December 31. 
Pre-1978 Census estimates. 
M> under Federal Reserve terminology. 
Year ending December 31. 





SUMMARY 


Tanzania's economy continues to be heavily dependent upon agriculture. 
Agriculture accounts for nearly half of total gross domestic product 
(GDP), close to 90 percent of total employment for the country's 
17.5 million people, and two-thirds of the country's export earn- 
ings. Annual variations in rainfall have an important impact on 
agricultural production. Fluctuating world prices for Tanzania's 
major export crops -- coffee, cotton, tobacco, sisal, tea, cashews, 
pyrethrum and cloves -- also have contributed to instability in 
Tanzania's foreign exchange earnings. World inflation, particular- 
ly with respect to oil import costs, is a further obstacle to 
attainment of Tanzania's long-term goal of self-reliant develop- 
ment. Falling productivity in industry and monetized agriculture 
also has hindered the achievement of development goals. 


During 1978 and 1979 the Tanzanian economy faced serious balance 

of payments problems and a slowing of economic growth. Despite 
continued increase in foreign assistance and a sharp rise in 
imports during 1978, some of GDP constant 1966 prices grew by 

3.9% in 1977 but indicated a 17.9% growth rate in 1978. Industrial 
output slowed from a 5.4% increase in 1977 to a 4.9% gain in 1978. 


Major projects planned include: The first construction phases of 
a $350 million pulp and paper complex at Mufindi; the construction 
of textile mills at Morogoro, Musoma and Tabora; completion of 
new cement plants at Mbeya and Tanga; creation of a leather goods 
industrial complex at Morogoro; expansion of farm implements 
production, including a new plant at Mbeya; and expansion of 
breweries in Arusha and Dar es Salaam and the building of a new 
brewery at Mwanza. Priority is being given to completion of 
projects (e.g., production of spare parts). Basic industries, 
small scale industries using simple technologies, consumer goods 
manufacture, and other projects able to attract external financ- 
ing are given preference. 


CURRENT ECONOMIC SITUATION AND TRENDS 


Per capita GDP (about $222 per year in 1978) and other economic 
indices place Tanzania in the least developed country category. 
Since the time of President Nyerere's Arusha Declaration in 1967, 
Tanzania has pursued an egalitarian, socialist model of development 
which aims at expanding public services in order to meet basic 
needs of the rural population. Significant gains have been made 

by the Government since independence in 1961 in providing pro- 
grams of health, education and water supply at the village level. 





io lS 


Some progress has been made in recent years in raising producer 
prices as a means of encouraging increased agricultural production. 
An employee bonus system also has been instituted for all employees 
of parastatal organizations which exceed planned production goals. 
At the same time, efforts to increase governmental control over 
production and distribution have been prominent elements in the 
Government's response to economic difficulties. With the help of 
favorable climatic conditions and steadily increasing amounts of 
foreign aid, Tanzania has made steady gains in economic growth 

and in the standard of living enjoyed by its largely rural popula- 
tion. Although there has been some movement of population to 
urban centers, Tanzania has not had the severe problems of urban 
crowding that have occurred in many other developing countries. 


The Uganda conflict which began at the end of October 1978 is 
estimated by the Tanzanian Government to have cost $500 million or 
more. In addition, it caused a substantial diversion of transport 
and other resources from planned development uses and added to 
Tanzania's already serious long-term balance of payments problem. 
Tanzania's deepseated balance of payments problems are likely to 
Slow the growth of the industrial, transport and monetized agri- 
cultural sectors in 1980-81. 


Between January 1978 and the end of 1979, Tanzania's foreign ex- 
change situation worsened sharply. Under the Government's liberal- 
ized import policy, outlays for imports in 1978 increased by 59.7% 
to $1,196.5 billion (up from $749.2 million in 1977). In the 

same year, export earnings fell by 10.4% to $490.6 million because 
of downward trends in prices and production of export crops. This 
widening $705.9 trade deficit in 1978 was financed by net earnings 
from services of $75 million, net transfer receipts of $150 
million, a drawdown of reserves by $170 million, foreign aid 
credits and an increase in commercial borrowing using bank lines 
of credit and supplier credits. 


In 1979, imports were reduced about $1 billion in value and the 
Government was hopeful of boosting export crop earnings to $500 
million or more. In order to sustain imports at this level, 
Tanzania accumulated in the first ten months of 1979 a backlog 
of unpaid commercial foreign exchange obligations amounting to 
about $200 million and stretching back as far as eight months in 
many cases. 


With outlays for oil and defense imports taking a larger share of 
available foreign exchange allocations, imports of equipment, parts 
and materials needed for operating the industrial and transport 
sectors are being sharply curtailed in the absence of continued 
supplier credits. 





AGRICULTURAL PRODUCTION 


Over the past several years, the Government has steadily increased 
producer prices to farmers as a means of creating incentives to 
production. The following crop statistics for the period from 
1972 to 1978 indicate the contrasting trends between the growth in 
production in maize (Tanzania's foremost food crop) and the poorer 
performance of most export crops during the same period. 


1972 1973 1974 1975 1976 1977 1978 


(Thousands of Metric Tons) (est. ) 
Maize ~ 893 -—- 1,498 1,652 


Coffee Ss 45 62 55 
Cotton 65 72 59 71 
Sisal 155 143 121 114 
Cashews 145 3422 80 84 
Tobacco 13 18 14 19 
Tea 13 13 14 14 
Pyrethrum 4 3 5 4 


In the case of sisal, decline in production followed a downward trend 
in world price. For other cash crops, the declines in output appear 
to be influenced by internal problems of operating nationalized farms, 
pricing, agronomy, credit, labor supply, transport, marketing arrange- 
ments and in some cases dislocations caused by villagization pro- 
grams of the mid-1970's. Heavy rains in the first half of 1979 
damaged the rice crop and disrupted transportation in rural areas 
throughout much of the country. 


TRANSPORTATION 


Tanzania's transportation sector is of critical importance both to 
Tanzania's own development and as part of the regional transporta- 
tion network serving Zambia, Rwanda, Burundi and parts of eastern 
Zaire. With its population scattered over a vast area nearly as 
large as Texas and New Mexico combined, Tanzania faces enormous 
difficulties in maintaining the rail, road, air and sea links need- 
ed to transport people and goods and to move export crops to ports. 
Deficiencies in transport also hamper industrial production and the 
development of Tanzania's tourism industry. The breakup of the East 
African Community in 1977 brought with it the need to set up separate 
institutions (railway, airline, port and postal/communications 
authorities) to replace organizations formerly shared with Kenya and 
Uganda. 





Interruptions of transportation routes supplying Tanzania's land- 
locked neighbors have demonstrated repeatedly the importance and 
also the limitations of the present transit facilities. The wash- 
out of a major section of the Chinese-built Tanzania-Zambia Rail- 
way (TAZARA) in the first half of 1979, serious equipment problems, 
and the destruction of the TAZARA bridge at Chambeshi in Zambia 
severely hampered the movement of goods to and from Zambia and Dar 
es Salaam ports. 


During 1979 Tanzania put into service two new Boeing 737's on 
domestic and regional routes which include service to Seychelles, 
Mauritius, Mozambique, Zambia, Uganda, Burundi, Rwanda, Ethiopia 
and the Comoros. Air Tanzania has announced plans to add service 
to Malawi, Djibouti and Oman by the end of 1979. There is no 
indication that air service to Kenya will be restored in the near 
future. 


ENERGY 


OPEC price increases have driven up the price of Tanzania's annual 
petroleum purchases to nearly $200 million-- almost half of 

Tanzania's foreign exchange earnings. With the disruption in the 
supply of Iranian oil, Tanzania turned to very costly and irregular 
spot market purchases in the first half of 1979. Tanzania's re- 

finery closed for a month (September) in 1979 for lack of crude 

oil. Iraq subsequently agreed to supply about two-thirds of Tanzania's 
crude oil needs (at world prices) for 1980. The remainder of 
Tanzania's crude oil requirement is being met by Abu Dhabi under 

a longstanding commercial supply agreement. 


INDUSTRIAL PRODUCTION 


An increasing share of Tanzania's development resources (almost 25% 
in 1979/80) is being devoted to industrial expansion -- particularly 
in industries which involve processing of domestic resources. Best 
gains in output have been registered in the manufacture of consumer 
goods (e.g., beer, cigarettes, shoes, and batteries). Output of 
rolled steel has also made rapid advances. The output of factories 
producing textiles, cement, fertilizers and rope has stagnated or 
declined. There appears to have been an absolute decline in indus- 
trial productivity per man-year during the period from 1967 to 1977 
perhaps by as much as 15%, according to one recent study. Diffi- 
culties in expanding industrial production have been attributed to 
material shortages, power failures, transportation bottlenecks, 
construction delays, marketing problems, shortages of trained 
personnel, inadequate accounting, lack of disciplined labor, petty 
corruption and inexperienced management. Although large-scale 
industry is largely in the hand of parastatal organizations, a large 
number of smaller industries continue to operate as private in- 
vestments. 





FOREIGN INVESTMENT 


The Government, however, is not enamored of foreign investment as a 
matter of principle and is likely to remain very selective in the 
types of investment proposals it will consider. Investments terms 
must be worked out carefully on a case-by-case basis, although it is 
possible that Government guidelines covering foreign investments 
will be issued in the near future. At present, there is very little 
U.S. investment in Tanzania. 


DEVELOPMENT PLANS 


Tanzania is now moving toward the end of its Third Five Year 
Development Plan (1976-81) based on Tanzania's chosen policies of 
socialism and self-reliance in a predominantly agararian society. 
The thrust of Tanzania's development approach has been to stress 
equity and voluntarism over efficiency and incentives. At the 

same time, Tanzania's policy makers have taken a pragmatic approach 
to private investment in areas in which they feel the private sector 
can make a contribution. In many instances, approved plans have 
proved too ambitious in terms of available resources. Some other 
proposed projects have yielded to priorities not contemplated at 

the time of Plan preparation (e.g., the break-up of the East African 
Community and Uganda conflict). 


Major projects planned under the current Plan include: the first 
construction phases of a $350 million pulp and paper complex at 
Mufindi; the construction of textile mills at Morogoro, Musoma and 
Tabora; completion of new cement plants at Mbeya and Tanga; crea- 
tion of leather goods industrial complex at Morogoro; expansion of 
farm implements production, including a new plant at Mbeya; and 
expansion of breweries in Arusha and Dar es Salaam and the build- 
ing of a new brewery at Mwanza. Priority is being given to spend- 
ing allocations for completion of projects already started, new 
projects which complement ongoing projects (e.g., production of 
spare parts), basic industries, small scale industries using simple 
technologies, consumer goods manufacture and other projects able to 
attract external financing. The Government seeks to decentralize 
industrial development by finding regional locations for many new 
projects. Projects which aim at increasing exports, or reducing 
dependency on imports and expanding employment are accorded prefe- 
rence. 


Various longer range proposals for developing major hydro-electric 
resources at Stiegler's Gorge, utilizing natural gas deposits from 
Songo Songo Island, and creating an iron and steel industry based on 
Tanzania's coal and iron deposits continue to be studied. Possibili- 
ties for developing nickel, copper, tin, uranium and columbium 
deposits also are being considered. 


Tanzania has been the recipient of large amounts of foreign aid in 
the form of loans and grants. Annual commitments of $500 million 
account for about 60 percent of the FY 1981 development budget. 





ZANZIBAR 


Like the mainland of Tanzania, Zanzibar follows a centralized, 
Single-party, socialist approach to development. However, in its 
development and public administration programs it operates separate 
ministries, creates its own parastatal organizations, runs its own 
national bank and controls in effect its own foreign exchange. 


Zanzibar expected a bumper clove harvest for 1979 of between 10,000 
and 12,000 metric tons which at present prices could bring in 
foreign exchange earnings of $70 to $80 million dollars. Such earn- 
ings would support a substantial increase in Zanzibar outlays for 
imports for both development and consumption which were curtailed 

in recent years because of poor clove harvests and unfavorable clove 
prices. Despite efforts at diversification, Zanzibar's cash economy 
remains heavily dependent upon clove production. Along with its 
diversification effort, Zanzibar has initiated a program to replace 
old and diseased clove trees and ensure an increase in clove pro- 
duction in future years. 


Most of the foreign assistance supplied to Zanzibar since its union 
with the mainland in 1963 has come from communist countries, especially 
China. In recent years, however, there has been a diversification 
of foreign assistance sources with Zanzibar's acceptance of various 
offers of technical and other help fromDenmark, West Germany, the 
United Kingdom, Italy, the Netherlands and the United States. 
Additional assistance is being provided by the United Nations 
Development Program and Food and Agriculture organizations. The 
Government also has shown an increased interest in pursuing 
commercial transactions for construction of its larger development 
projects with firms in Western Europe, Japan, India and the United 
States -- reducing its earlier almost complete reliance on communist 
country sources for equipment and technology. The Government is 

not expected to reverse its policy of strong opposition to foreign 
investments in Zanzibar in the near future. 


IMPLICATIONS FOR THE UNITED STATES 


U.S. exports to Tanzania in 1978 increased to $48 million from a 
level of $39 million in 1977. Key components included aircraft, 
farm and construction equipment, grain, chemicals and miscellaneous 
equipment. 


U.S. imports from Tanzania in 1978 remained at the $80 million 
dollar level reached in 1977. These imports were comprised largely 


of coffee, cashews, pyrethrum,cloves, tea, and other raw or semi- 
processed raw materials. 


A number of sectors ranging from agribusiness and textiles to solar 
technology and minerals exploration offer attractive possibilities 
to U.S. firms. Although some firms are shying away from business 
dealings because of Tanzania's serious balance of payments problems, 
other firms have entered the market or expand their market shares by 
arranging credit financing. 





A large number of industriai projects undertaken by Tanzania are 
receiving substantial financing from the World Bank. These to- 
gether with other industrial and agribusiness projects offer good 
opportunities for U.S. consultancy contracts, construction work 
and equipment sales. For projects which are not financed under 
World Bank or other foreign assistance programs, sales and other 
contract opportunities remain highly dependent upon the availabi- 
ty of alternative sources of external finance. 


Best sales prospects for U.S. firms include: earthmoving equip- 
ment, trucks and other heavy duty vehicles, materials handling 
equipment, grain storage facilities, equipment for production of 
cement, textiles and paper, hotel supplies, aircraft, woodworking 
machinery, general construction equipment, tractors and other farm 
equipment. 


With the increased focus on ways to ease Tanzania's trade deficit, 
Government decision-makers will look more favorably upon foreign 
investment proposals aimed at developing export markets or pro- 
ducing import substitutes. 


1979 saw a sharp upturn in U.S. business visitor interest in 
Tanzania. Trade groups headed by Mayor Bradley of Los Angeles, 
Mayor Barry of Washington, D.C., and Ambassador Young all visited 
Tanzania and met with Government officials. In Tanzania, the 
,National Bank of Commerce (NBC) and the Tanzania, Investment Bank 
(TIB) are useful points of contact for U.S. business visitors. 

The NBC distributes a useful guide on import and export regulations 
and the TIB acts as a clearing house for many development project 
proposals and also funds a good number of feasibility studies. 


* U.S. GOVERNMENT PRINTING OFFICE: 1980—311-056/272 
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